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During late June and early July, Mexican officials reported further progress in negotiations on free
trade agreements with four Central American countries: Nicaragua, Guatemala, Honduras, and El
Salvador. The latter three countries are jointly coordinating their negotiations with Mexico, while
Nicaragua is following Costa Rica's lead by pursuing its own bilateral discussions individually with
Mexico. The Mexico-Costa Rica free-trade agreement, formalized in April of this year, is scheduled
to go into effect on Jan. 1, 1995 (SourceMex, April 13, 1994).
Mexican and Nicaraguan trade negotiators, who met for three separate rounds of discussions
during June to address specific issues, appear ready to begin formal negotiations. In fact, on June
29, Nicaragua's chief trade negotiator, Oscar Aleman, said that since the two countries have now
examined all relevant issues, they will soon be able to set a date to begin formal negotiations.
According to Aleman, during the last round of discussions on June 28-29, the two countries set
guidelines for further review of such issues as protection of intellectual property, unfair trade
practices, safeguards, technical norms for trade, and government procurements. Two previous
rounds of discussions, held on June 6-7 and June 20-21, dealt with such areas as services, investment,
dispute resolutions, agricultural sanitary norms, trade in agricultural goods, and rules of origin
(SourceMex, June 15, 1994).
Aleman told Mexico's official news agency Notimex that the positions of the two countries are
furthest apart in such areas as market access, trade in agriculture goods, rules of origin, and trade in
industrial products.
Separately, government representatives and members of the private sector from El Salvador,
Honduras, and Guatemala met in Guatemala City in mid-July to discuss a joint strategy to negotiate
free trade agreements with Mexico. The three countries are negotiating separate but simultaneous
accords with Mexico. According to Guatemala's chief trade negotiator Jose Uribe, the delegations
addressed such areas as quality norms, trade in agricultural goods, tariff reductions, purchases
by government-owned businesses, intellectual property rights, and strategies to attract foreign
investment.
According to Uribe, the chief concern of the three Central American governments is their huge
trade deficit with Mexico. He said trade negotiators will insist that the future accords contain
measures to reduce the trade imbalance. For example, according to some official estimates, Mexico
enjoyed a trade surplus of US$71.8 million with El Salvador and US$120 million with Guatemala
in 1993. On a related matter, in July the Jesuit-run Central American University in San Salvador
(Universidad Centroamericana, UCA) published a new study that warns that the proposed free
trade agreements with Mexico could cause Central American countries to lose some of their share of
the domestic market, which would translate to a loss of jobs. The study said that the elimination or
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reduction of tariffs on Mexican imports would put Central American manufacturers at a competitive
disadvantage, leading to massive layoffs in the industrial sector.
The study suggested that Mexico has a relatively industrialized economy and is capable of
increasing a variety of exports to Central America, while Central American countries are less
diversified and can generally only offer exports of agricultural goods to Mexico. On the other hand,
Central American leaders are counting on the free trade agreements to attract Mexican investors to
their countries to establish operations and create jobs.
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